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In late January, President Luis Lacalle's administration awarded a 30-year contract to a foreign
consortium to take over management of the state-run gas production and distribution firm Gas
de Montevideo. By leasing the company, the government circumvented laws that could have
blocked its sale to the private sector. Nevertheless, Gas de Montevideo workers have initiated labor
stoppages to protest the firm's quasi-privatization, and union leaders say they are ready to launch a
full strike to pressure the new management to respect the job stability of all present employees. In
a national plebiscite in late 1992, Uruguayan voters overwhelmingly rejected a government plan to
rapidly sell off most state firms to private investors. As a result of the plebiscite, the government is
now obligated by law to seek prior legislative approval for the sale of any state enterprise. Moreover,
the privatization of all state monopolies such as the telephone company ANTEL (Administracion
Nacional de Telecomunicaciones) is completely prohibited (see NotiSur, 12/10/92 and 01/07/93).
Consequently, since 1992 the Lacalle administration has only attempted to privatize one state firm,
the government airline PLUNA (Primeras Lineas Uruguayas de Navegacion Aerea).
Despite legislative permission to sell that company, however, it still remains in state hands because
the consortium that won the rights to purchase the firm last year could not, in the end, demonstrate
the financial solvency to take over the airline (see NotiSur, 01/19/95). Given the legal and technical
problems surrounding the privatization process, in late 1994 the Lacalle administration announced
plans to simply transfer the management and operation of some services run by the state to the
private sector without actually privatizing the targeted businesses. By leasing state-run services but
maintaining government ownership of the companies, the government could circumvent lengthy
legal and political battles. Thus, the decision in January to lease Gas de Montevideo to private
operators marks the first such quasi-privatization.
The government awarded management and operation of the firm to Gaseba Uruguay, a consortium
headed by the French firm Gaz de France, which controls 51% of the shares in Gaseba. The
consortium also includes the Argentine company Emprigas y Bridas and the Uruguayan firm
Acodike as junior partners. According to the government, Gas de Montevideo registered more
than US$700,000 in operating losses in 1994, contributing to the executive's decision to turn over
operations to the private sector. The new management has promised to invest about US$40 million
to upgrade the gas company and make operations profitable. Among other things, Gaseba Uruguay
directors say they will completely renovate about 20% of the company's distribution network,
and improve productive operations to increase output by up to 40%. Nevertheless, the transfer of
operations to Gaseba provoked bitter protests by Gas de Montevideo workers, who fear that the
new owners will streamline operations to increase profits, leading to layoffs of long-time company
employees. The union at the firm has initiated partial work stoppages, affecting all day and evening
shifts, primarily to protest the firm's semi-privatization and pressure the government to reconsider
its decision. Moreover, union leaders have warned the new management that they will launch a full
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strike unless Gaseba directors guarantee that all present employees will be allowed to retain their
posts.
So far, the strike has been avoided because the Gaseba directorate agreed to open negotiations
with the union. "We are negotiating with the union to keep the conflict from getting any worse,
and based on the initial conversations, we are confidant that we can resolve our differences," said
Jean Michel Lebeau, spokesperson for Gaseba. Meanwhile, in a separate but related development,
the Lacalle administration has opened negotiations with the Argentine government regarding
Argentine President Carlos Menem's plan to partially privatize the Salto Grande hydroelectric plant,
which is jointly owned and run by the two countries. Both governments own a 50% share in the
enterprise, and the Menem administration wants to sell off its stake to private investors. Argentina,
however, would first have to receive a stamp of approval from Uruguay, which is opposed to
privatizing its share in the company. (Sources: Notimex, 01/11/95; Agence France-Presse, 12/21/94,
01/12/95, 01/20/95, 01/24/95, 01/25/95)
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